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The Government of Paraguay has consulted the Inter- 
national Monetary Fund regarding certain proposed 
modifications in its exchange system. Under these modi- 
fications, the new schedule of rates will be as follows: 

Buying rates 

(a) A nominal rate of 3.059 guaranies per U.S. dollar 

for certain government receipts 

(b) An export rate of 4.92 guaranies per U.S. dollar 

for basic exports such as wood, quebracho extract, 
hides, cotton, and meat products 

(c) An export rate of 6.02 guaranies per U.S. dollar 

for irregular exports such as petitgrain oil, vege- 
table oils, and sawn lumber 

(d) A rate of 7.99 guaranies per U.S. dollar for non- 

commercial transactions. 

Previously there had been two buying rates paid by the 
Bank of Paraguay: (a) 3.059 guaranies per U.S. dollar, 
applicable to most major exports and official trans- 
actions, and (b) the “free” market rate of 3.678 guaranies 
per dollar, which was fixed by the Bank of Paraguay and 
was applicable to minor exports and noncommercial 
transactions. 

Selling rates 

(a) A rate of 3.121 guaranies per U.S. dollar for 

essential imports included in the First Group of 
the Classification of Imported Merchandise and 
for government expenditures 

(b) An import rate of 4.9821 guaranies per U.S. 

dollar for merchandise included in the Second 


Europe 


Sterling Balances 


Releases from sterling balances in the first nine months 
of 1949 were £206 million. This compares with releases 
of £156.5 million in the whole of 1947 and £267 million 
(which includes £40 million released to Argentina in 
connection with the railway purchase) in 1948. 

Source: The Economist, London, England, November 
5, 1949. 


Sterling Discounts 


The discount on free sterling in New York and other 
markets outside the United Kingdom has reappeared. The 
difference between the free and official rates is widening, 
and the volume of transactions is rising. “Commodity 
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Group of the Classification of Imported Merchan- 
dise 

(c) An import rate of 6.0821 guaranies per U.S. dollar 
for merchandise included in the Third Group of 
the Classification of Imported Merchandise 

(d) A rate of 8.0521 guaranies per U.S. dollar for 
imports in the Fourth Group of the Classification 
of Imported Merchandise and for noncommercial 
transactions. 


The previous selling rates charged by the Bank of 
Paraguay had been (a) 3.121 guaranies per U.S. dollar 
for essential imports, (b) fixed so-called “auction” 
market rates of 3.558 guaranies and 3.901 guaranies per 
dollar, for semiessentials and nonessentials, respectively, 
and (c) a fixed so-called “free” market rate of 3.734 
guaranies per dollar for noncommercial transactions. 

The “auction” system, the arrangement for imports 
financed by the importer’s own exchange, the compensa- 
tion and the mixing systems, and the tolerated curb 
market are to be eliminated. 

The modifications proposed are considered to be a 
first step toward simplification of Paraguay’s complex 
and inadequate exchange system. There remain, how- 
ever, many grave difficulties which must still be 
dealt with. Paraguay has indicated its desire to con- 
tinue in consultation with the Fund with a view to further 
simplification and improvement of the exchange system, 
and the Fund has not raised any formal objection to the 
proposed modifications. 


shunting,” or the sale by third countries of sterling com- 
modities in dollar markets, may now be profitable again 
for raw materials. 

In New York, transferable sterling is quoted at $2.60 
to $2.65, French account sterling at $2.59 to $2.61, and 
Chinese at $2.60 to $2.62. Notes—mainly from Switzer- 
land—are at $2.55 to $2.57, and “securities sterling” 
at $1.60 or $1.65 for government securities and $2.60 
for industrial shares. In Hong Kong, transferable sterling 
is equivalent to $2.50. In Tangier, Tangier account 
sterling, which was equivalent to $2.89 at the beginning 
of October, is now $2.83. The Swiss note rate, after 
being at a modest premium in late September, is now at a 
12 per cent discount. 

Sources: The Financial Times, October 29, 1949, and 
The Economist, November 5, 1949, London, 
England. 
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U.K. Interest Rates 


The U.K. Agricultural Mortgage Corporation has 
raised its rate on mortgages from 34 to 4 per cent. 
Treasury consent was required for the operation. 
Source: The Times, London, England, November 4, 

1949, 


French Economic Problems 


The most urgent problem confronting the new French 
Government is the wage-price problem. A temporary 
solution has been found by a payment—for one month 
only—of a wage bonus of 3,000 francs for workers 
earning 12,000 francs a month or less. Workers earning 
between 12,000 and 15,000 francs monthly will receive 
the amount necessary to bring their earnings up to 
15,000 francs. This compromise, which is already sharply 
criticized by labor unions, is expected to give the Govern- 
ment time to pass legislation on collective bargaining, 
which is one of the major issues in the present diff- 
culties between labor, government, and management. 

At present the Treasury position is easier than was 
anticipated a few months ago because of the speeding up 
of tax collections (937 billion francs collected as of 
September 30, 1949) and the utilization of the counter- 
part fund (see this News Survey, Vol. II, p. 134). Some 
deterioration might still take place, however, though 
it is not likely. It would occur if, as Agence Economique 
et Financiére puts it, “ordinary budget expenditures in- 
creased so as to reach 1,400 billion francs for the 1949 
budget instead of the 1,200 billion officially estimated, 
the total expenditures (ordinary and extraordinary) 
amounting to 2,000 billion francs instead of 1,870 billion 
francs.” The Treasury would then be forced before the 
end of the year to have recourse to bank financing of the 
budget, either through loans from the Credit National 
or by inducing the Bank of France to put pressure on 
nationalized and commercial banks to purchase Treasury 
bonds. The budget for 1950 is under preparation. Pre- 
liminary forecasts point to a slight increase in public 
expenditures, to 2,150 billion francs. 

A recent report of the Control Commission of Banks 
shows that the money supply is again expanding. While 
it did not change significantly in August, there was a 
sharp increase, both of currency and deposits, in Sep- 
tember. To a limited extent this increase may be due to 
the desire of individuals and firms to increase cash 
holdings. Recent price developments have not been 
favorable. Retail prices rose 3 per cent in October. 

The French franc has shown a certain firmness on 
foreign markets despite the government crisis. However, 
it is felt that new efforts must be made to improve the 
foreign position. The recent proposals of partial trade 
liberalization among OEEC countries will have deep 
repercussions in France. 
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A loan of $75 million was granted to the French 
Government on October 31 by the Chase National Bank 
and the Guaranty Trust Co. of New York. Collateral 
for the loan is gold held by the Bank of France. This 
loan will allow France to repay the outstanding balance 
of the $100 million loan granted two years ago by the 
Federal Reserve Bank of New York. 

Sources: Le Monde, October 31 and November 2, 1949, 
and Agence Economique et Financiére, October 
24 and 26, and November 4, 1949, Paris France. 


Protocol of Benelux Conference 


At the conference of Cabinet Ministers of the Benelux 
countries, held in Luxembourg on October 13-15, the 
participating countries agreed that establishment of the 
“Economic Union,” which had been scheduled for July 
1, 1950, would be affected by developments during the 
“Pre-Union” period. These developments will determine, 
in large measure, whether the Economic Union can be 
realized completely by July 1, 1950, or whether certain 
limitations on commercial and financial transactions be- 
tween the participating countries will still have to be 
maintained after that date. 

It has been agreed that the next step toward complete 
economic union should be the institution of a system of 
“declaration licenses” (ex-post instead of ex-ante import 
controls) for all bilateral trade, with the possible excep- 
tion of trade in certain agricultural products and in 
certain dollar area goods. 

The countries recognize the need for coordinating 
their trade and monetary policies and particularly their 
trade pacts with third countries, so as to reduce as far 
as possible any bilateral payments disequilibrium. In 
principle, the debtor country will cover any remaining 
bilateral deficit by putting at the disposal of the creditor 
country “such foreign currencies as, after common in- 
vestigation, will appear useful to it.” 

In the event that payments between two countries should 
leave an uncovered deficit, the debtor country shall be 
able to use a credit line to be established by the creditor 
country, the amount of which will have to be agreed upon 
jointly. If the upper limit of this credit should be 
exceeded, the creditor country may ask the debtor country 
(a) to call on the International Monetary Fund to put 
at its disposal the necessary means of payments, or (b) 
to put at the disposal of the creditor country gold or 
convertible currencies. Should the debtor country feel 
that its monetary reserves do not enable it to make such 
payments, it may invite the creditor country to adapt 
bilateral trade movements to the changed position. 

The participating countries will program their dollar 
imports in relation to their respective dollar resources, 
and as far as possible pursue identical policies in regard 
to dollar imports. If a completely uniform policy in this 
field appears impossible, administrative measures will 
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be taken to prevent imports which are permitted in one 

country and forbidden in the other from reaching, either 

directly or indirectly, the latter country by way of the 

former. 

Source: Economische Voorlichting, The Hague, Nether- 
lands, October 19, 1949. 


Anglo-Danish Payments Agreement 

In recent Anglo-Danish negotiations it has been agreed 
that for the Danish sterling debt the present arrangement 
of two accounts will be maintained. The No. 1 account 
is used for current transactions between the two countries, 
and the No. 2 account for the consolidated debt (see 
this News Survey, Vol. 1, p. 232) which amounts to £22 
million. It has now been agreed to tally the No. 1 
account every month, and if there should be a Danish 
surplus exceeding £2 million, the excess would be used 
to reduce the No. 2 account. 
Source: The Financial Times, London, England, No- 

vember 3, 1949. 


Sweden’s Sterling Holdings 


At the end of 1948 Sweden’s sterling holdings amounted 
to about £23 million, and it was estimated that during 
1949 Sweden would run a deficit of about £18 million, 
which would have brought holdings down to £5 million 
at the end of 1949. According to Géteborgs Handels-och 
Sjéfarts-Tidning, the Anglo-Swedish negotiators meeting 
on November 7 will, however, be faced with the un- 
expected problem of increased, instead of decreased, 
Swedish sterling holdings. The holdings at the end of 
1949 are now expected to be about £35 million. The 
United Kingdom has imported more than was expected; 
in the first seven months of 1949 Sweden had an export 
surplus of £5.9 million with the United Kingdom, com- 
pared with a deficit of £9.4 million in the same period 
last year. Also, Sweden’s export surplus with other 
sterling area countries is larger than was expected, and 
some South American countries have paid in sterling 
for Swedish goods. 

Source: Kommerskollegium, Kommersiella Meddelanden, 
Stockholm, Sweden, September 1949; Norges 
Handels og Sjéfartstidende, Oslo, Norway, No- 
vember 3, 1949. 


Swedish-Swiss Trade 





Swedish exports to Switzerland are far below the 
monthly rate of SKr 9 million foreseen in the present two- 
year trade agreement. For the first seven months of 
1949, the average monthly rate of exports was only 
SKr 4.6 million, while that of imports was SKr 7.3 million. 
Since the credit granted Sweden under the payments 
agreement has been fully used, the two countries have 
recently been negotiating, in order to enable Sweden 
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to fulfill her trade and payments obligations. Three 
possibilities are under discussion: the first is that Sweden 
should be allowed to pay for Swiss imports in a third 
currency. No information is available as to which cur- 
rency is proposed. Secondly, Switzerland might join the 
Intra-European Payments Scheme and grant drawing 
rights to Sweden. Thirdly, it is suggested that Switzer- 
land grant further credits. 

An agreement, which provides for the export of 800 
tons of Swedish butter to Switzerland, has been concluded. 
Deliveries will take place during the three months 
starting November 1. Twenty-five per cent of the payments 
are to be in Swiss francs, the rest in clocks and precision 
instruments for the Swedish export industries. 

Sources: Géteborgs Handels-och Sjéfarts-Tidning, Goth- 
enburg, Sweden, October 8, 1949; Norges 
Handels og Sjéfartstidende, Oslo, Norway, No- 
vember 1, 1949. 


Eastern Germany’s Currency Circulation 


For the first time since the monetary reform of July 
1948, the Deutsche Notenbank (German Bank of Issue in 
the Soviet Occupation Zone) recently published statis- 
tical data on the currency circulation in Eastern Germany. 
As of September 30, 1949, the amount of notes issued 
was 4,145 million (Eastern) marks, and of coins, 23 
million. After allowance for holdings (764 million marks) 
of the Central Bank and its affiliations, the Issue and 
Giro banks, and the holdings (204 million marks) of 
other credit institutions, there remains a total of about 
3,200 million marks in active circulation. 

By comparison, the note circulation in Western Ger- 
many amounted to DM6,974 million at the end of June 
1949 (including more than DM400 million issued in the 
Western sectors of Berlin). Since the population of 
Eastern Germany is estimated at 18 million, compared 
with about 47 million in Western Germany, and prices 
in Eastern Germany are generally controlled below the 
levels prevailing in Western Germany, the note circula- 
tion in the East appears to be proportionately larger 
than in the West. 

Sources: Rhein-Neckar-Zeitung, Heidelberg, Germany, 
October 8, 1949; International Monetary Fund, 
International Financial Statistics, Washington, 
D. C., October 1949. 









Hungary's Internal Loan 


At the middle of October the Hungarian Minister of 
Finance announced the closing of subscriptions to an 
internal public loan issued by the Government on Sep- 
tember 29. Instead of 500 million forints, as originally 
intended, the final subscription is reported to have brought 
753 million forints (US$63.7 million). Investors could 
choose freely between State bonds yielding 5 per cent 
interest or lottery bonds, both to be redeemed in five 
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years. On the lottery bonds, prizes will be drawn, with 
every fourth bond winning; the first prize, awarded 
semiannually, will be 100,000 forints. The loan is to 
facilitate the financing of investment which is expected 
to be 47 billion forints in the course of the Five-Year 
Plan, to be put into effect next January. 

Sources: Hungarian Bulletin, Budapest, 

October 8 and 27, 1949. 


Hungary, 


Czechoslovakia-Belgium Trade Agreement 


On October 6 a new trade agreement was concluded 
between Czechoslovakia and Belgium. The agreement, 
effective until September 30, 1950, provides for Czecho- 
slovak exports valued at 947 million korunas (US$18.9 
million) and imports valued at 897 million korunas 
(US$17.9 million). Czechoslovakia will export to Bel- 
gium mainly timber, glass, kaolin, porcelain, footwear, 
textiles, malt and hops, motor cars, and various machines 
and tools, in exchange for nonferrous metals, textiles, 
raw materials, hides, special machinery, chemical and 
pharmaceutical products, etc. 

Source: Ministry of Foreign Trade, Czechoslovak Eco- 
nomic Bulletin, Prague, Czechoslovakia, October 
15, 1949, 


Middle East 


Egypt's Dollar Reserves 


Egypt’s dollar reserves are estimated at $50 million, 
against $24 million at the beginning of the year, the 
increase being due mainly to large sales of cotton to the 
United States. Since these reserves are considered suf- 
ficient to meet Egypt’s dollar needs for the purchase of 
capital and consumer goods in the coming year, the 
Egyptian Government has discontinued its policy of 
selling cotton at a discount against hard currencies. More- 
over, the recent devaluation of the Egyptian pound has 
greatly diminished the need for such a discount. 

Egypt has informed the IBRD that it will not require 
the $6 million loan requested at the beginning of the 
year. It has been decided to proceed first with an 
experimental phase of the Qena and Garga projects be- 
fore undertaking the full well-drilling and irrigation 
program. The funds needed for this phase will be raised 
locally. Later, international bids will be asked for, with 
the possibility that the equipment required in the next 
phases will be supplied from soft-currency areas. 
Sources: Al Assas, October 19 and 30, 1949, and Al 

Misri, October 30, 1949, Cairo, Egypt. 


Egyptian Textile Industry 


A new plan to help Egypt’s textile industry calls for 
Government purchases of raw cotton for resale to mills 
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at a fixed price, and for a ban on the export of all cotton 
varieties, mainly Ashmouni, used in popular textiles. The 
Government would acquire these varieties from farmers 
and merchants at current market prices (about 63 tal- 
laris per kantar, or $0.35 per pound on November 4, 
1949) and sell them to mills at 45 tallaris per kantar 
($0.25 per pound), the difference between the two prices 
to be borne by the Government. For their part, the mills 
would undertake to sell popular textiles at officially 
fixed prices. 
Sources: L’Observateur, Cairo, Egypt, October 24 and 
26, 1949; The Journal of Commerce, New York, 
N.Y., November 3, 1949. 


Turkish-lranian Transit Agreement 


On September 27, Turkey and Iran signed a transit 
agreement which provides for the exemption from cus- 
toms duty of goods in transit, the creation of transit 
depots at Alexandretta and Trabzon, and free port facil- 
ities at Alexandretta. The Iranian Government will 
establish transit depots at Tabriz and Khaneh. 

Source: The Iraq Times, Baghdad, Iraq, October 15, 
1949. 


Turkish-Netherlands Agreement 


Turkey and the Netherlands have signed a trade and 
payments agreement which will be valid until July 1950. 
Because of a recent Turkish export regulation restricting 
compensation transactions, the trade agreement limits 
the scope of compensation trade between the two coun- 
tries to a few nonessential commodities, e.g., sport goods, 
rubber, and plastic materials from the Netherlands, and 
wine, cigarettes, and rugs from Turkey. No quantitative 
limitations concerning mutual exports and imports are 
stipulated in the agreement. 

Payments will be made through a U.S. dollar account 
to be kept by the Netherlands Bank. The guilder and the 
lira will be converted into the U.S. dollar at official rates. 
The agreement provides for mutual credits up to US$1 
million. Transport costs arising from trade between the 
two countries, and involving no payment in free currency, 
will also be settled through the dollar account. 

Source: Journal du Commerce et de la Murine, Alex- 


andria, Egypt, October 29, 1949, 


Lebanon’s Gold Reserves 


The profits made by the Lebanese Government in 
selling its franc holdings at the rate of LL1—fr 124, in- 
stead of at the official rate of LLI—fr 159.7, are being 
used to finance gold purchases. It is estimated that about 
one million gold sovereigns have already been bought 
to be used in the currency backing. The proportion of 
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gold in the currency backing is now around 25 per cent. 

Sources: Al Basir, Alexandria, Egypt, October 24, 1949; 
Le Commerce du Levant, Beirut, Lebanon, 
October 26, 1949. 


Budget Surplus in Lebanon 


Lebanon’s final budget accounts for 1948 show a sur- 
plus of more than LL23 million. Receipts amounted to 
LL93.5 million and expenditures to LL70 million, against 
a budget estimate of LL63 million. The surplus has been 
paid to the Reserve Fund. 

Source: La Revue d’Egypt Economique et Financiére, 


Cairo, Egypt, October 29, 1949. 


Iraq’s Foreign Trade 


Iraq’s imports of ID9.6 million for the first quarter 
of 1949 were 22 per cent below those of the corresponding 
period of 1948, while its exports of ID1.5 million were 
21 per cent less than a year earlier. The fall in imports 
resulted primarily from a decline in imports of iron and 
steel, and cotton textiles, although most other imports 
were also lower than a year ago; imports of engines and 
machinery, however, increased slightly. The decline in 
exports was attributable largely to a ban on barley ex- 
ports which has since been lifted. 

Source: The Iraq Times, Baghdad, Iraq, October 24, 
1949. 


Oil Developments in Iraq 


The Basrah Petroleum Co., which holds a concession 
in the south of Iraq, has found oil in three regions in 
the Zubair area during the last few months. The con- 
cession stipulates that the company must export oil from 
the concession area by 1952. The Mosul Petroleum Co., 
a subsidiary of the Iraq Petroleum Co., which holds a 
concession in the northern part of Iraq, recently found 
oil in the Ain-Zala region. 

Royalties to be derived from new production in south- 
ern Iraq together with the royalties accruing from IPC, 
currently amounting to £2.5 million per year, might be 
sufficiently large for the financing of public works, irriga- 
tion schemes, and health plans which the Iraqi Govern- 
ment wishes to carry out. 

Source: The Iraq Times, Baghdad, Iraq, September 23, 
1949, 


Far East 


Reduction in Indian Food and Cloth Prices 


Measures have been announced by the Government of 
India reducing the prices of cotton textiles by 10 per cent 
and those of food grains by 3 to 15 per cent. 

Source: The Journal of Commerce, New York, N. Y., 
November 2, 1949. 


Food Drive in Pakistan 


Both short-term and long-term plans to step up food 
production in East Pakistan are reported to be in prepar- 
ation. The short-term plan, which includes the erection 
of water hyacinth barricades to protect crops from flood- 
ing, would cover 218,000 acres and increase the food 
yield by about 74,000 tons. The long-term plan to bring 
6,280,000 acres under improved cultivation would result 
in an additional yield of about 4 million tons. The total 
cost would amount to about Rs150 million, and would be 
shared by the Government of East Pakistan and the 
Central Government of Pakistan. 


Source: Ministry of Agriculture, Agricultural Situation 
in India, New Delhi, India, July 1949. 


Burma’s 1949-50 Budget 


Burma’s budget for the 1949-50 fiscal year (October- 
September), presented by the Finance Minister to the 
Burmese Parliament in September, estimates total revenue 
at about 574 million rupees and expenditures at about 
597 million rupees; 39 per cent of the latter are for mili- 
tary and police purposes. To increase revenue, the Gov- 
ernment proposes a general sales tax and an increase in 
the taxes on betting, liquor, income, and entertainments. 
A 50 per cent increase in customs revenue is also antici- 
pated. 

The estimated deficit for 1948-49 amounted to approxi- 
mately 74 million rupees, funds earmarked for rehabili- 
tation and development having been used to keep down 
the deficit. (Before devaluation, one Burmese rupee 
equaled $0.3023; now it equals $0.21.) 

Source: U.S. Department of Commerce, Foreign Com- 


merce Weekly, Washington, D. C., October 31, 
1949, 


Japanese Trade Agreements 


A trade agreement between Western Germany and 
Occupied Japan, signed in Tokyo on October 31 and 
covering the period from August 1, 1949 to July 31, 1950, 
provides for an exchange of goods to the equivalent of 
$20 million. Trade will be conducted on a U.S. dollar 
basis; in order to prevent the accumulation of large credit 
or debit balances which might not be payable at the ex- 
piration of the agreement, any balance in excess of $3 
million will become due immediately, and must be settled 
in dollars on demand. 

Japanese purchases in Western Germany are expected 
to include special machinery and parts, high grade steel 
products, potash, chemicals, drugs, industrial clay, hops, 
and wax. Japan plans to export in return raw silk, cotton 
yarn, gray goods, textile machinery, nonferrous metals, 
wood products, paper and paper products, chemicals, 
whale oil, fish meal, and various agricultural products. 
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The agreement is to be reviewed not later than April 1, 
1950. 

Japanese and Taiwan authorities are negotiating for 
a trade agreement. Under this agreement, Japan would 
ship drugs, marine products, cotton textiles, and agricul- 
tural implements in exchange for Taiwan bananas and 
sugar. The total trade is expected to amount to US$6 mil- 
lion. Taiwan wishes to increase its salt exports to Japan 
in quantities sufficient to fill the 500,000 ton salt con- 
tract concluded beween Japan and China last year. Ship- 
ments from China were halted early this year when the 
Communists took over the salt producing regions in 
North China. 

Sources: New York Herald Tribune, Paris, France, No- 
vember 1, 1949; Far East Trader, San Francis- 
co, California, November 2, 1949. 


Netherlands-Indonesian Agreement 


Agreement on the future of Indonesia has been reached 
between leaders of the Netherlands, the Republic of 
Indonesia, and the Indonesian Federalists. The agree- 
ment, which is subject to ratification by the parliaments 
concerned, provides for the transfer by the Netherlands 
of sovereignty over the archipelago before the end of 
1949. The new state will bear the name of the Republic 
of the United States of Indonesia. This excludes New 
Guinea, on which no final agreement has been reached. 

The Netherlands and the Republic of the United States 
of Indonesia, as two independent states, will form the 
Netherlands Indonesian Union with the Queen of the 
Netherlands as sovereign. 

Both countries will base their financial policies on the 
principles of the Bretton Woods Agreements. Consulta- 
tion will precede any change in the parity between the 
two currencies or any fundamental change in exchange 
control which affects the partner. In each there will be 
one central bank and one currency. As long as Indonesia 
is indebted to the Netherlands, there will be consultation 
on any important actions on monetary matters by Indo- 
nesia. Firms and persons working in Indonesia will be 
permitted to transfer to the Netherlands pensions, interest, 
profit, amortization, and savings. Transfers for office 
expenses abroad may be restricted for balance of pay- 
ments reasons. In case of nationalization, compen- 
sation shall generally be transferable within three years. 

The debt of the Indonesian Government has been 
settled at 4.3 billion guilders (US$1,132 million), of 
which 3.0 billion is owed internally, 0.9 billion to the 
Netherlands, and 0.4 billion on Canadian, Australian, and 
U.S. loans, which are guaranteed by the Netherlands 
Government. No part of export proceeds has been pledged 
as repayment guarantee. 

ECA aid to Indonesia, which was stopped in December 
1948, has been resumed, and about $40 million is avail- 
able. This aid will be extended until the transfer of 
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sovereignty. It is expected that soon after the transfer of 

sovereignty Indonesia will apply for membership in the 

United Nations and specialized agencies, such as the 

International Monetary Fund and the International Bank 

for Reconstruction and Development. 

Sources: Het Financieele Dagblad, Amsterdam, Nether. 
lands, November 2 and 3, 1949; The Journal of 
Commerce, New York, N. Y., November 2 and 
3, 1949. 


Indonesian-Malayan Sugar Contract 


In April 1949 the U.K. Ministry of Food bought 30,000 
tons of sugar from Indonesia for delivery to Malaya in 
September, October, and November. This contract is 
now being fulfilled although sugar production on Java 
has been much below expectations. 

Source: Het Financieele Dagblad, Amsterdam, Nether- 
lands, November 2, 1949. 


United States and Canada 


The U.S. Balance of Payments Problem 


In his speech to the National Foreign Trade Council 
convention on November 2, Mr. Acheson, the Secretary 
of State, stated that the United States was in real balance 
of payments difficulties. Between 1914 and 1948 there 
has not been a single year with an import surplus; the 
total export surplus during this period amounted to 
just over $100 billion. One sixth of this has been paid 
for by gold imports, another sixth has been financed 
privately by remittances, investments, and other capital 
movements. The remaining two thirds represent govern- 
ment grants and loans. The vast export surpluses have 
served objectives of major national importance. They 
have been to the advantage of Americans, not as con- 
sumers or as taxpayers, but as citizens, for it has been 
learned that the recovery and prosperity of other coun- 
tries are essential to U.S. national security and prosperity. 

In this situation four courses of action are open. The 
United States will probably continue to provide assistance 
to some countries for some years. American business- 
men will also find attractive opportunities for many years 
for investment abroad. Exports might be reduced. The 
major emphasis must, however, in the long run fall on 
the fourth alternative, increased imports into the United 
States. If the same percentage of current national income 
were devoted to imports as in 1929 (5 per cent), it would 
mean almost a doubling of current imports and a solu- 
tion of the problem. Imports of many raw materials and 
primary products should be greatly increased in the in- 
terests of conservation, security, and good business. 

The most important obstacle to imports is fear, both 
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in the United States and abroad. Manufacturers, pro- 
ducers, and exporters abroad are afraid that they cannot 
compete effectively in the. U.S. market, and therefore 
do not really try. In the United States there is the fear 
that if more imports come in, someone is going to be 










ether. § hurt. Unless it is understood that the effect of yielding 
nal of § to the pressures to keep foreign exporters from coming 
2 and & back on a fair competitive basis will be to wreck the 





chances of curing the fundamental ill from which the 
United States is suffering, the balance of payments prob- 
lem, so costly to the taxpayer, will remain unsolved. The 
allied problem of customs procedures is already being 
vigorously attacked; many of the regulations are con- 
tained in the Tariff Act of 1930 which was a highly pro- 
tective instrument and has not been revised in this 
respect in over ten years. Other important obstacles 
to imports include some of the regulations, which are 
now out of date, designed to protect the public against 
deception in labeling or against impure or unsanitary 
food and drugs; the association with agricultural price 
support systems of limitation upon imports; “Buy 
American” laws; and shipping laws. The solution of the 
U. S. balance of payments problem requires continuous 
action along many different lines. It will be found 
in the cumulative effect of a myriad of small actions 
rather than in any dramatic single measure. 


Source: U. S. Department of State, Press Release, Wash- 
ington, D. C., November 2, 1949. 
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(ash Dividend Payments in U.S. 


The Office of Business Economics reported that cash 
dividend payments by U.S. corporations in September 
totaled $725.7 million, an increase of 7 per cent over 
the $678.0 million distributed a year ago. For the third 
quarter, cash dividends amounted to $1,408.9 million, or 
1 per cent more than the $1,389.4 million disbursed in 
the same quarter of last year. 



























cv ae There were relative declines from the third quarter of 
+ coun: § 1248 to the third quarter of 1949 in dividend disburse- 
osperity. ments by mining and the miscellaneous groups, while 
= We communications, the heat, light, and power group, and 
slatiaeii trade registered appreciable increases. 

business: @ Source: U.S. Department of Commerce, Press Release, 
ny years Washington, D. C., October 28, 1949. 

ed. The 

1 fall on § Canadian Rental Controls 

e United The Canadian Government has announced another 
| income § relaxation in its wartime controls over domestic rentals. 
it would § Effective December 15, landlords can increase room rents 
d a solu § by 20 per cent; rents of self-contained dwellings (houses, 
rials and § apartments, duplexes, etc.) by 20 per cent if a one-year 
n the in- § lease is granted; and rents of heated self-contained dwell- 
ness. ing units by 25 per cent. 

ear, both} The increases are the largest authorized for dwellings 
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since rent control was initiated early in the war. De- 
control of new residential property, business property, 
hotel rooms, and tourist accommodations was begun in 
1947 and completed in 1948. In May 1947, a 10 per cent 
rental increase was authorized for dwelling units in cases 
where a two-year lease was agreed upon; in October 
1948, an over-all 10 per cent rise was granted to landlords 
who had not availed themselves of the previous relaxa- 
tion, and an additional 5 per cent was allowed where heat 
was supplied. 

The Government has stated that it will be necessary to 
extend rental controls through March 1951. The Supreme 
Court is being asked to give an early opinion on the con- 
stitutional status of such controls. Pending the Court’s 
decision, the Government is offering to help the provinces 
prepare standby control legislation against the possibility 
that the federal controls are declared unconstitutional. 
Source: The Globe and Mail, Toronto, Canada, Novem- 

ber 4, 1949, 


Latin America 


Gold Export Controls in Dominican Republic 


An executive decree of September 2 of the Dominican 
Republic states that “all future exports of gold whether 
from mine or placer, in bars or whatever other form, as 
well as the export of auriferous minerals will hereafter 
require special permits, to be issued by the Central Bank 
of the Republic.” The decree also requires all gold or 
auriferous minerals from Dominican mines or placers to 
be sold to the Central Bank or to a bank specifically au- 
thorized by the Dominican Monetary Board to trade in 
gold. 

A decree issued on the same date directed the Secre- 
tary of National Economy to “explore and exploit directly 
for the benefit of the State all the auriferous deposits 
within the national territory.” The decree points out that 
it was issued according to the provisions of the Inter- 
national Monetary Fund. 

Source: Dominican Embassy, Dominican Republic, 


Washington, D. C., November 15, 1949. 


Brazil’s External Debt 


During the first half of 1949 Brazil reduced its ex- 
ternal funded debt by $15.5 million and by £22 million. 
At the end of 1948, Brazil’s external funded debt 
amounted to $184.8 million, £96.5 million, and 64 mil- 
lion guilders. 

Sources: Brazilian Embassy, Boletim Radiotelegrafico do 
Ministério das Relacées Exteriores, Washington, 
D. C., November 1, 1949; Bank of Brazil, 
Annual Report, 1949, Rio de Janeiro, Brazil. 
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Other Countries 


Wool Prices 


At the Australian wool auctions merino prices rose 
by 10 per cent during October; this was in addition to 
the 25 per cent increase which occurred during the first 
two weeks after devaluation. Russian buying was heavy. 
New Zealand crossbreds, which did not share the decline 
experienced by Australian merinos just prior to devalua- 
tion, have since risen by 30 per cent. In the case of New 
Zealand wools, understocking last year is considered a 
contributing factor. 


Source: The Times, London, England, November 4, 1949. 


New Zealand’s Dairy Produce Exports 


The Chairman of the New Zealand Dairy Products 
Marketing Commission has stated that there is, at present, 
no prospect of New Zealand’s being able to sell dairy 
produce in the United States. Licenses for imports into 
the United States are not being issued, and it is unlikely 
that they will be as U.S. dairy production will probably 
exceed domestic requirements this year. During the 
past season the Commission sold to hard currency areas 
butter and cheese valued at £1,260,000, but there will be 
difficulty in reaching this figure in the 1949-50 season. 
The Commission is making every effort to sell for hard 
currencies the “free” exportable surplus of dairy 
products. 

Source: New Zealand Embassy, News from New Zealand, 
Washington, D. C., October 1949. 


Trade of French Morocco 


Exports of French Morocco increased from 13.9 billion 
francs in the first half of 1948 to 23.7 billion francs in 
the first half of 1949, an increase of 70 per cent; imports 
expanded from 31.9 billion francs to 53.4 billion francs, 
a rise of 67 per cent. The deficit therefore increased from 
18 billion to 29.7 billion francs. While part of the in- 
crease in values was due to higher prices, a large part 
was due to an increase in volume. 

Imports of investment goods and raw materials to- 
gether amounted to 26.8 billion francs, which was about 
half the value of total imports in the first half of 1949. 
The value of the principal exports (phosphates, iron ore, 
manganese ore, tinned fish, citrus fruits, and barley) 
was 13.8 billion francs, which was nearly 60 per cent of 
the value of all exports. 

During the first half of 1949, France was the market 
for 58 per cent of exports, and supplied 68 per cent of 
imports. Imports from the United States were greatly in 
excess of exports to that country, by 3.8 billion francs 
in the first half of 1948, and by 9.3 billion in the first 
half of 1949. Efforts are being made to widen the Ameri- 
can and British markets for Moroccan products, especial- 


ly sardines. Also, new markets for Moroccan citrus 

fruits are being sought in the European countries. 

Sources: Bulletin Mensuel de Statistique d’Outre-Mer, 
April 1949, and La Tribune Economique, Sep. 
tember 30, 1949, Paris, France. 


East African Power 


The East African Power and Lighting Company has 
raised £2.5 million in London and Nairobi by the issue 
of preference and ordinary shares. This follows a £0.8 
million issue in 1948. Both issues will finance an ex. 
pansion program involving the provision of additional 
generating plant and extensions to the distributing sys. 
tems which should be completed in 1952. 

Sources: The Times, October 10, 1949 and The Financial 
Times, October 29, 1949, London, England. 


East African Groundnuts Scheme 


Total expenditure on the East African groundnuts 
scheme until April 1, 1949 was £23.2 million, according 
to the first annual report of the Overseas Food Corpora. 
tion. Development, land clearing, and other agricultural 
expenditure account for £9.2 million, and £14 million is 
represented by fixed assets, stocks, and cash. Financing 
was provided by U.K. Treasury advances of £21.4 mil- 
lion. The peak of capital expenditure has now been 
passed. In March 1949, 50,000 acres were sown, half 
with groundnuts and half with sunflowers; and in 1949. 
50, 104,000 acres are to be sown. Transport facilities 
have greatly improved and an oil pipeline has been laid. 
Source: The Times, London, England, November 2, 1949. 


Loan for Jamaica 


The Jamaican House of Representatives has passed 4 
bill enabling the Government to raise in London a loan of 
£3.25 million. The loan, which has been approved by the 
Colonial Office, is to finance development programs under 
the ten-year plan in Jamaica. 


Source: The Times, London, England, October 27, 1949. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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